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CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME 485 K 22 Ak &

FOR THE YEAR ENDED 31 DECEMBER 2015 # £2015F12A31H I F/E

2015 2014
20155 20144
Notes [ff 7 HK$'000 F&T HK$'000 F#& T
Revenue —E 3 2 6,653,051 6,891,133
Cost of sales SHE AR (5,845,406) (6,176,316)
Gross profit EF 807,645 714,817
Other revenue H AU A 57,492 78,672
Other gains and losses H itz & B 18 (26,496) (26,201)
Distribution and selling expenses DENEEERR (191,745) (171,917)
Administrative expenses 1THE A (469,362) (440,515)
Finance costs LRI N 3 (26,166) (34,983)
Gain on disposal of subsidiaries HENB AR Z e RE - 4,694
Share of profit/(loss) of an associate Bl —MBE N2
A,/ (EiE) 839 (738)
Profit before taxation B %4 A 2 F 152,207 123,829
Income tax expense BTS2 4 (24,133) (28,068)
Profit for the year EFEEAA 5 128,074 95,761
Profit for the year attributable to: FERRFEERAT:
Owners of the Company ViNNEIEZF SN 99,860 90,590
Non-controlling interests FE1E R i 2 28,214 5,171
128,074 95,761
HK cents 1l HK cents &1l
Earnings per share BlRAEF
- Basic — &K 7 8.3 75
— Diluted —#E 7 8.3 75




CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME &85 R Hit2 AN AR

FOR THE YEAR ENDED 31 DECEMBER 2015 & £2015F12A31H It F &

2015
2015%

HK$°000 F T

2014
20144
HK$'000 T & 7T

Profit for the year =FEEF

Other comprehensive income, net of tax HZmEUKH

(&LHBRBIIE)
ltems that may be reclassified HEgogEHoms
subsequently to profit or loss: Bm2IER -

Net gain arising on revaluation of FREMHBAHEE
available-for-sale financial assets ERMEEEEZ
during the year A

Exchange differences arising on BMEBINEFREEZ
translation of foreign operations PE N ZE%8

Reclassification adjustment of & — B A A A
translation reserve upon disposal of P W Rz
a subsidiary B EREE

Other comprehensive expense EFEHM2EMAX
for the year
Total comprehensive income =FEXHRAEE

for the year

Total comprehensive income for the year (iR FEZEWE

attributable to: BE:
Owners of the Company ViNINEIEZF N
Non-controlling interests PR ==

128,074 95,761
426 -
(10,288) (2,286)
- (1,435)
(9,862) (3,721)
118,212 92,040
94,368 88,125
23,844 3,915
118,212 92,040




CONSOLIDATED STATEMENT OF FINANCIAL POSITION %4 Bt % R i &

AS AT 31 DECEMBER 2015 722015512 A31H

At 31 December 2015

At 31 December 2014

R2015%12831H R2014%12A31H
Notes # 7t HK$'000 7 HK$000 F& T
Non-current assets FRBEE

Investment properties REME 74,551 55,094
Property, plant and equipment ME ERRHRE 1,412,120 1,520,174
Prepaid lease payments — non-current portion BRBEFE-FERBHH 102,020 104,763
Other intangible assets HBYEE 24,888 27,646
Interest in an associate R—TEBE Rz ER 16,305 15,466
Investment in life insurance policies ASRBREZTE 8 38,345 37,850
Deferred tax assets BIEMIEEE 39,721 28,204
1,707,950 1,789,197

Current assets REBEE
Inventories BE 9 1,410,330 1,301,897
Trade and bills receivables EELZERENGE 10 1,313,533 1,387,513
Prepayments, deposits and other receivables BNRE e REMEKUER 116,765 124,419
Prepaid lease payments — current portion BRBEFE-RHIH 2,606 2,610
Tax recoverable AR E 2,104 2,573
Restricted bank deposits RRHIRITER 7,043 -
Short-term bank deposits REBITER 183,917 509,513
Bank balances and cash RITEHRER 2 686,306 448,011
3,722,604 3,776,536

Current liabilities REBEE
Trade and bills payables BERFBEMNTE 1 851,477 801,39
Other payables and accruals Htb BB R EER 343,499 269,688
Amounts due to non-controlling shareholders R FEVE AR B R 5008 80,100 80,100
Amount due to an associate Yol A-UNCIE 0 7,080 -
Deferred income — current portion i O QNS E i 1,458 1,458
Derivative financial instruments TEERMIA - 1,686
Tax payable e HE 31,376 17,338
Bank and other borrowings — due within one year ST R E {5 E——F R F|H 494,619 784 831
Bank overdrafts RITEX - 1,439
1,809,609 1,957,936
Net current assets RBEEFE 1,912,995 1,818,600
Total assets less current liabilities BEAERTBAE 3,620,945 3,607,797




CONSOLIDATED STATEMENT OF FINANCIAL POSITION % & Bt % AR R &

AS AT 31 DECEMBER 2015 742015512 H31H

At 31 December 2015 At 31 December 2014

M2015%12A31H 20144128318
Note fi&F HK$'000 F& 7 HK$'000 F% T
Non-current liabilities kREEE
Deferred income - non-current portion EEMA—FERB TR 60,760 62,218
Bank and other borrowings — due after one year BOREMEE-—FEIEH 159,225 213,669
Deferred tax liabilities EREHEAE 6,204 6,287
226,189 282,174
Net assets EEFE 3,394,756 3,325,623
Capital and reserves EXRfEE
Share capital B 12 865,716 862,211
Other reserves Hibf#E 2,364,829 2,320,317
Equity attributable to owners of the Company ARAIERAEEER 3,230,545 3,182,528
Non-controlling interests FERER 164,211 143,095
Total equity EEAE 3,394,756 3,325,623




NOTES Mfzt

1. ADOPTION OF HONG KONG FINANCIAL
REPORTING STANDARDS (“HKFRSs")

(a) Adoption of new/revised HKFRSs — first effective on 1
January 2015

HKFRSs (Amendments) Annual Improvements 2010-2012 Cycle

HKFRSs (Amendments) Annual Improvements 2011-2013 Cycle

Amendments to HKAS 19
(2011)

Defined Benefit Plans: Employee

Contributions

The adoption of these amendments has no material impact on the Group’s

financial statements.

(b) New/revised HKFRSs that have been issued but are not
yet effective

The following new/revised HKFRSs, potentially relevant to the Group’s

financial statements, have been issued, but are not yet effective and have

not been early adopted by the Group.

HKFRSs (Amendments) Annual Improvements 2012-2014 Cycle!

Disclosure Initiative!

Amendments to HKAS 1

Amendments to HKAS 16
and HKAS 38

Clarification of Acceptable Methods of
Depreciation and Amortisation!

Amendments to HKAS 27 Equity Method in Separate Financial
Statements!

HKFRS 9 (2014) Financial Instruments?

Amendments to HKFRS 10 Sale or Contribution of Assets between

and HKAS 28 an Investor and its Associate or Joint

Venture®

Amendments to HKFRS 11 Accounting for Acquisitions of Interests in
Joint Operations!

HKFRS 15 Revenue from Contracts with Customers?

! Effective for annual periods beginning on or after 1 January 2016
2 Effective for annual periods beginning on or after 1 January 2018
3 Effective date is deferred
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2. REVENUE AND SEGMENT INFORMATION

The board of directors of the Company, i.e. the chief operating decision
maker, regularly reviews the operating results and financial information
based on distinct geographical areas of location of customers, including
Hong Kong (place of domicile of the Group), the People’s Republic of China
(the “PRC"), Taiwan, Korea, Sri Lanka, America, Europe and Others (i.e.
representing other geographical locations mainly Singapore, Vietham and
Macau). All of these geographical areas are operating segments except

“Others” which is an aggregation of operating segments.

The following is an analysis of the Group’s revenue and profit from the
production and sales of dyed fabrics, sewing threads, yarns and garments

and results by reportable segment for the year.

2. EXERIEEHR

ARAEEE (AMEXBEERRE)REREFM
B TR S E SRR ERERUE

EX BREER (AEEMBH)  hEARKM
B (B 88 BB HEHR - M- BUM

NEMm R (BMis KM i g - = 2RI -
BB MR -MEZRSHBALEREENE M
(Bt | B RGEEZEENE-

UNTRAKREREFERERERFEERH 4
AR W ERRIEA BB BEEI N 2 EEBNE
MIAREEFEZ DM -

2015 20154
Segment
Hong Kong The PRC Taiwan Korea Sri Lanka America Europe Others total  Eliminations Consolidated
B HE aY BE  HEEF EM BN HEME SEHE Faf &e
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FET FET FET FEx FET FET FET FAT FET FET FET
Revenue H¥B
External sales HINEE 1,430,114 1,194,748 770,123 1,059,345 814,559 390,323 81,006 912,833 6,653,051 - 6,653,051
Inter-segment sales (ofe) ~ HEEHE
(Hi) 4,774,710 2,677,060 - - 421,331 72,388 - 172,293 8,117,782 (8,117,782) -
Total segment revenue PRE¥BNE 6,204,824 3,871,808 770,123 1,059,345 1,235,890 462,711 81,006 1,085126 14,770,833 (8,117,782) 6,653,051
Results B3
Segment profit PEEA 123,890 90,677 68,940 96,395 92,648 30,808 7,493 83,865 594,716
Interest income FlEWRA 8,324
Unallocated income KAEMA 8,815
Depreciation and TEREE
amortisation (200,033)
Other unallocated HiprAEXH
expenses (234,288)
Finance costs BBHRA (26,166)
Share of profit of an associate 15— B & A&
LB 839
Profit before taxation BB A2 152,207



2. REVENUE AND SEGMENT INFORMATION 2. BXERIEER (&)
(Continued)
2014 20144
Segment
Hong Kong The PRC Taiwan Korea Sri Lanka America Europe Others total  Eliminations ~ Consolidated
X PE A %E  HEEF EM BN EtnE  SBEE Eaf )
HK$000 HK$000 HK$ 000 HK$000 HK$000 HK$000 HK$ 000 HK$000 HK$000 HK$000 HK$000
FET FET FET FET FET FET FET FET FET FET FET
Revenue 2R 1,494,114 1,321,674 857,416 1,094,666 686,119 420,585 150,703 865,856 6,891,133 - 6,891,133
External sales HIMEE
Inter-segment sales (nofe) ~ HERHEE
() 4944 412 2,531,113 - - 386,361 112,848 - 176,289 8,151,023  (8,151,023) -
Total segment revenue AEEERLE 6438526 3,852,787 857416 1094666 1,072,480 533,433 150,703 1,042,145 15042,156  (8,151,023) 6,891,133
Results 5
Segment profit PRER 133,252 87,660 74915 96,269 42,741 37,038 13,196 76,499 561,570
Interest income FIEMA 17,903
Unallocated income KAEMA 2917
Depreciation and FERBH
amortisation (210,024)
Other unallocated HprAEZ T
expenses (217,510)
Finance costs BERA (34,983)
Gain on disposal of HENBARZ
subsidiaries gk 4,694
Share of loss of an associate (G —FIB 2 AR
ZEB (738)
Profit before taxation BEAAN 123829
Note: Inter-segment sales are charged at price with reference to the prevailing market rates.  f/5Z - DA E 2 BRI RBER 2 HSEEMEE -



2. REVENUE AND SEGMENT INFORMATION
(Continued)

Segment profit represents the profit earned by each segment without
allocation of central administration costs and other expenses (including non-
production related employee benefits expenses, directors’ emoluments,
bank charges, etc.), depreciation and amortisation, interest income, loss
on disposal/written-off of property, plant and equipment, net gain/(loss)
from derivative financial instruments, finance costs, gain on disposal of
subsidiaries, etc.. This is the measure reported to the board of directors
of the Company for the purposes of resource allocation and performance
assessment. No analysis on segment assets and liabilities is disclosed as it is

not presented to the board of directors of the Company.

Revenue from the Group'’s products

The following is an analysis of the Group’s revenue from external customers

by products:

2. EXERIEESN (&)

DEENTES S BRBRNER  Fh it Eat
ARRITBRAREMER (BEFELEEH
ZERERANAX EEME RITERZF) WE
R FBWRA S HE YR AR RRE
ZEBE - TESRMIAZER (BE)FE &
ERARHEMBAR ZAFRES M THRER
DERBHFAEMAAAREETSER 2 ELE-
HoREERABLREEHATRE BZE
FRBRARARIEET LS

REEEmMZE XA
AT REEmEIDAEEREINBELEEEL
AT

2015 2014
2015% 20144
HK$'000 F& T HK$'000 F %71

Production and sales of dyed fabrics, sewing threads ERBECH BAOGRY
and yarns 5,626,076 5,918,787
Production and sales of garments s REERK 1,026,975 972,346
6,653,051 6,891,133




2. REVENUE AND SEGMENT INFORMATION
(Continued)

Geographical information

The following is an analysis of geographical location of the Group’s non-

current assets (note) at the end of the reporting period:

2. EXERIBER (F)
i 3 B
REERE AEEZIPRDEE (M2 R

fEZoHmT:

At 31 December 2015 At 31 December 2014

M2015F12A31H R2014%F12HA31H

HK$'000 Fi##7 HK$000 T

The PRC H 1,427,220 1,501,882
Hong Kong B 42,903 46,745
America =M 87 134
Sri Lanka GIEEN 159,465 173,598
Others Hffrip @ 209 784
1,629,884 1,723,143

Note: Non-current assets excluded deferred tax assets and investment in life insurance

policies.

Information about major customers

No revenue from individual customer contributed over 10% of the total
revenue of the Group for the years ended 31 December 2015 and 31
December 2014.

Hiit: FRBDEETBREERHELEERASZSRRBREZ
BE -

BEBRETERFPZEHN

B E20154 12310 14 & KA F20144 128
BIRLEFE KREENEFPZEEBREAEEE
KRB EEBI0%

3. FINANCE COSTS 3. BERAK
2015 2014
20155 20144
HK$'000 & HK$000 T
Finance costs on: N
Bank and other borrowings wholly repayable BRSFRNZEEEZRITR
within five years HipfE & 26,166 34,983




4. INCOME TAX EXPENSE

4. FrEBiX i

2015 2014
20155 20144
HK$'000 F& T HK$'000 F ¥
Current tax: EFERE:
Hong Kong B 4,449 278
The PRC F 20,307 12,111
Other jurisdictions Bt RlEi e 11,421 4,758
36,177 17,147
(Over)/under provision in prior years: BAEFE (REERE) /BEIR:
Hong Kong N (48) (20)
The PRC F 167 (330)
Other jurisdictions H iRl AH & (568) 1,230
(449) 880
35,728 18,027
Deferred tax: BRI
Hong Kong B 2 (133)
The PRC e (11,421) 5,795
Other jurisdictions Hi alA Mt E (176) 4,379
(11,595) 10,041
24,133 28,068

Hong Kong Profits Tax is calculated at 16.5% (31 December 2014: 16.5%)

of the estimated assessable profit for the year.
Under the law of the PRC on Enterprise Income Tax (the “EIT Law”)

and Implementation Regulation of the EIT law, the tax rate of the PRC

subsidiaries is 25%.
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4. INCOME TAX EXPENSE (Continued)

Pursuant to the relevant laws and regulations in Sri Lanka, the profit

generated from a subsidiary of the Company is entitled to exemption from

the Sri Lanka income tax until April 2014. Since then, the tax rate of Sri

Lanka income tax is 12%.

Taxation arising in other jurisdictions is calculated at the rates prevailing in

the respective jurisdictions.

5. PROFIT FOR THE YEAR

4. FrEBiXH (&)

REFERRAEBOERIER AARE]—MH
MBARMELZ BN ERRHT ER RSN
BEE2014F4AR BRI 11k - B BB R Z IS B

RE12% °

Hih AR 2 IR ARS8 AE R B

2 BEEE -

5. RFEARR

2015 2014
20155 20144
HK$'000 T##7 HK$000 F/& T
Profit for the year has been arrived at after charging: REERFMEMATISE:
Auditors’ remuneration it il 2,908 3,044
Cost of inventories sold (note i) FEHEERAE (f1:2i) 5,845,406 6,176,316
Depreciation of investment properties BREMELTE 4,049 2,198
Depreciation of property, plant and equipment mE BEREEINE 190,128 202,084
Employee costs (including directors’ emoluments) EBERA (BRESHS) 988,758 953,404
Loss on disposal/written-off of property, HE/AENE EEREER
plant and equipment and prepaid lease payments # BRREFEEE 5,161 2,187
Net exchange losses # [ 5 EE R E - 3212
Net loss from derivative financial instruments # TESMIAZERTE - 23,737
Impairment loss recognised on trade BRAZERFRENTIEZ
and bills receivables, net # AEBKFE 25,159 -
Impairment loss recognised on other receivables * BRAEMERFIEHERX 1,665 -
Release of prepaid lease payments BAHETIEE 2,610 2,609
Amortisation of other intangible assets BB EE 2 BE 3,246 3,133
and after crediting: REFATIIRE:
Amortisation of deferred income* R ON: k5 1,458 1,458
Interest income* FIEMA 8,324 17,903
Net rental income from investment properties* REDENHS WA FE" 9,331 7,762
Net exchange gain # B 5 Wz g B 5,441 -
Net gain from derivative financial instruments # fTESMIAZEFE 48 -
Impairment loss reversed on trade and bills receivables, nett &% I Z i FE Yt 508 2 B (B 18 2 B [0 3B - 2,935
Compensation income for factory demolishment* BE R 2R ERA - 8,930
Government grants (nofe i)* BIS#EE (Bati) 3,739 7,349

*

Included in other revenue

# Included in other gains and losses

11
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5. PROFIT FOR THE YEAR (Continued)

Note:

(i) Cost of inventories sold includes HK$1,684,468,000 (2014: HK$1,619,628,000)
of staff costs, depreciation, subcontracting fee, provision/(reversal) of write-down
of inventories and other manufacturing overheads which are also included in the
respective total amounts disclosed above for each of these types of expenses.

(i) Government grants mainly represent grants of HK$2,743,000 (2014: HK$5,696,000)
received from the PRC local government authority as subsidies to the Group for
acquiring certain property, plant and equipment for energy saving scheme and
environmental protection scheme implemented by the PRC local government.

There were no restrictions with the use of such government grants.

5. REERF (#)

Wizt :

() 7 EHE KK 1E1,684,468,000/% 7T (20144 -
1,619,628,000/#7C) B TARKA & - NI EM i1
FEEE/ (BE)REMREER  WEHEATE
BEE XM ERER ZAMEERN-

(i) ERAT#EEE T BIEWEUR B P RIE B HER LS
2,743,000/ 7T (20144 : 5,696,000/ 7T ) {E A2 5 &
RTREWRTER SR 8 RIRRAEMBES
TUHE HERRBZMHE -

% 5 U 8 B 3 48 2 FR PR 1

6. DIVIDENDS 6. BRE
2015 2014
2015% 20145
HK$'000 F# 7 HK$000 F8 71
Dividend recognised as distribution during the year: EFECRRAD RIS
2014 final dividend of HK4 cents 20145 R HB AR B & fkai Al
(2013 final dividend of HK2 cents) per share (2013F REA MR 8 2781) 48,201 24,061

No interim dividend was paid or proposed for both years.

The final dividend of HK4 cents in respect of the year ended 31
December 2015 (2014: HK4 cents) per share, amounting to approximately
HK$48,201,000 (2014: HK$48,201,000) in total, has been proposed by the
directors of the Company and is subject to the approval of the shareholders

at the forthcoming annual general meeting.

7. EARNINGS PER SHARE

The calculation of the basic earnings and diluted earnings per share

attributable to owners of the Company is based on the following data:

TP 8] 4 & 3 4 2 A9 sl B P HIAR B,

ARRERZHIRNEE2015F12A31A EFE
Z AR B RRAE N (20144 : 4B - & XL
48,201,000/ 7T (20144 : 48,201,000/ 7T) - I
AHERRNEREBRBETAE Lk -

7. BRAF
AR A A SREARTREERF IR
ETFI BB

2015 2014
2015% 2014F
HK$'000 F% 7 HK$000 T/
Earnings 27
Profit for the year attributable to owners of the Company ~ FLitEGMEREF KB FRF A
for the purposes of basic earings and diluted ARREBENEEREERF
earnings per share 99,860 90,590
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7. EARNINGS PER SHARE (Continued)

7. BRAER (&)

2015 2014
20155 20145
Number of shares RO #E
Weighted average number of ordinary shares R EERERAFRBEERNMAL
for the purposes of basic earnings LTakmETrHgg
and diluted earnings per share 1,204,050,522 1,203,046,960

The computation of diluted earnings per share for the years ended 31
December 2015 and 31 December 2014 does not assume the exercise of
the Company’s outstanding share options because the adjusted exercise
prices of those options calculated in accordance with HKAS 33 “Earnings
Per Share” are higher than the average market price of the shares for both

years.

8. INVESTMENT IN LIFE INSURANCE POLICIES

In prior period, the Group entered into contracts with two insurance
companies which contain life insurance policies to insure against the
death of certain key members of management of the Group, with an
aggregate insured sum of approximately US$18.8 million (equivalent to
approximately HK$145.8 million). Under these contracts, the beneficiary
and policy holder is the Company. The Company has made upfront
payments of HK$36,178,000 in prior period. The monthly insurance costs
and administrative charges determined by the insurance companies will
be deducted from the account value. The insurers will declare interest
(including the guaranteed interest) to the Company on a monthly basis,
based on the amount of account value, at a rate to be determined at their
own discretion. Three of the key members left the Group on 7 December
2012, 1 May 2013 and 18 March 2015, the Group is in the process of

shifting the life insured quota to other key member(s).
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9. INVENTORIES

9. FE
At 31 December 2015

At 31 December 2014

R2015%12A31H R2014F12H31H

HK$'000 F& T HK$'000 F ¥

Spare parts 1 44,370 63,935
Raw materials R 603,230 531,633
Work-in-progress M 417,943 336,041
Finished goods 2% 344,787 370,288
1,410,330 1,301,897

10. TRADE AND BILLS RECEIVABLES

10. ¥X R REEB WA

At 31 December 2015

At 31 December 2014

20155128318 R2014F12A31H

HK$'000 & HK$000 %7

Trade receivables EEREWHIE 1,061,359 1,169,921
Bills receivables ZERYGUR 295,506 238,978
Less: allowance for doubtful debts B RERE (43,332) (21,386)
1,313,533 1,387,513

The Group allows a credit period ranging from 30 days to 60 days to its
trade customers. The following is an ageing analysis of trade and bills
receivables based on the payment due dates net of allowance for doubtful
debts:

REBRENFIORZCOREERTFHEESR
P o 8 F MFRBERYGBEREMNRIEA (B

REEEE) OREDITOT

At 31 December 2015

At 31 December 2014

M2015F12A31H R2014F12A31H

HK$'000 F##7 HK$000 F/& T

Not yet due sl 834,044 873,404
Overdue 1-30 days #HA1-30K 285,435 239,743
Overdue 31-60 days #H31-60% 86,352 130,519
Overdue >60 days B IR A0K 107,702 143,847
1,313,533 1,387,513
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11. TRADE AND BILLS PAYABLES

11.EXREEEARE

At 31 December 2015 At 31 December 2014

RW2015%12/31H R2014F12A31H

HK$'000 & HK$000 %7

Trade payables EEEMNTUE 561,234 482,710
Bills payables ZEEN TR 290,243 318,686
851,477 801,396

The following is an ageing analysis of trade payables based on the payment

B PR R E 8 B R AT AT ¢

due dates:
At 31 December 2015 At 31 December 2014
M2015%12A31H R2014%12A31H
HK$'000 F#&7 HK$000 F/% T
Not yet due sk 490,001 394,750
Overdue 1-30 days #HA1-30K 48,131 41,069
Overdue 31-60 days #H31-60% 8,473 21,784
Overdue >60 days BB B0KR 14,629 25,107
561,234 482,710

All the bills payables of the Group are not yet due at the end of the reporting

period.

As at 31 December 2015, bills payables of HK$22,682,000 (31 December

2014: Nil) were secured by the Group’s restricted bank deposits of

HK$7,043,000 (31 December 2014: Nil).

The average credit period on purchase of goods ranges from 30 days to 120

days. The Group has financial risk management policies in place to ensure

that payables are within the credit time frame.
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12. SHARE CAPITAL

12. lg &

At 31 December 2015

At 31 December 2014

M2015F12A31H W2014F12A31H
No. of shares HK$'000 No. of shares HK$000
ROEE FET REEE FET
Authorised: EERAE:
At beginning of the year REEE RIRE - - 1,400,000,000 280,000
The concept of authorised share capital BR2014F3A3HER 2
was abolished on 3 March 2014 (Note) EERARNBES (AiE) - - (1,400,000,000) (280,000)
At the end of the year REFELER - - - -
At 31 December 2015 At 31 December 2014
M2015F12H31H R2014F12A31H
No. of shares HK$'000 No. of shares HK$000
ROEE FET R EE FET
Issued and fully paid: BRETRARRA:
At beginning of the year RREERBE 1,203,046,960 862,211 1,203,046,960 240,609
Exercise of share options 1IfE R R 1,980,000 3,505 - -
Transfer from share premium and capital R IER2014F3A38 £ 2
redemption reserve upon abolition of HRBRAGO  ERRH
nominal value under the new Hong AEREOHEER
Kong Companies Ordinance effective BARBEEIGEE A% (1)
on 3 March 2014 (Note) - - - 621,602
At the end of the year RREFEEER 1,205,026,960 865,716 1,203,046,960 862,211

Note: The Hong Kong Companies Ordinance, Cap. 622 (the Ordinance) came into effect on
3 March 2014. Under s.135 of the Ordinance, shares in a company do not have a
nominal value. Accordingly, the concept of authorised share capital is abolished. The
no nominal value regime applies to the Company. Following the transitional provisions
in the Ordinance, any amount standing to the credit of the share premium account
and capital redemption reserve at the beginning of 3 March 2014 became part of the
Company’s share capital.

The use of share capital from 3 March 2014 is governed by s.149 of the Ordinance.
However, the application of the amount transferred from share premium account at
the beginning of 3 March 2014 is governed by the transitional provision in s.38 of
Schedule 11 to the Ordinance.
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MANAGEMENT DISCUSSION & ANALYSIS &2 g 5 5m B2 2 4

BUSINESS REVIEW
Overview

In 2015, the global economy, particularly in the second half year,
continued to be volatile and unstable. The US economy was expanding at a
moderate pace. The unemployment rate dropped to the lowest level since
the 2008 financial crisis. However, US customers were still concerning
about uncertainty on the economic front following the withdrawal of the
quantitative easing policy and the rise in interest rates which provided
some positive sentiments to the world economy. While in the Euro zone, the
economy as a whole was moderate. The sovereign debt crisis and influx
of refugees will continue to affect financial markets as Europe faces long
term predicaments in its economic development. China’s economic growth
will continue to decelerate as annual gross domestic product (GDP) last
year grew by only 6.9%, which were the weakest growth since 1990 and
the first time in 25 years that it has fallen below 7%. The further slowing
down of Mainland China’s macroeconomic growth intensified competition.
In addition, further depreciation on Renminbi currency led to downward
declines in the domestic demand and economy. Despite the uncertain
global economy, decline in overall demand and other risks such as deflation,
Fountain Set (Holdings) Limited continued to uphold its prudent and
pragmatic approach to deal with the ever-changing market conditions and
prepare for the challenges. The Group maintained steady growth in the net
profit and other financial performance despite the sales reduced by 3.5%
during this financial year, mainly attributable to its focus on operation and
management improvements including continuous business development on
quality customers, consolidate customer groups, cost reduction and control

initiatives to boost operating profitability.

During the year under review, the Group’s fabric production volume
remained flat compared with that of last year, however, cotton price
continued to drop, thus the average selling price of the fabric reduced. As
a result, the Group’s revenue decreased by 3.5% to HK$6,653.1 million for
the year ended 31 December 2015 (2014: HK$6,891.1 million).

Nevertheless our revenue was slightly lower than that of previous year,
the Group’s gross profit for the year ended 31 December 2015 was
noticeably improved to HK$807.6 million (2014: HK$714.8 million). Factors
contributed to an improved profit margin included historical low energy
prices in last year, low and stable raw material prices, tight management on
the raw material procurement and better control in the production costs.

Gross profit margin increased correspondingly to 12.1% (10.4% in 2014).
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Total Production Management

During the first half of 2015, Total Production Management (“TPM”)
was launched in the fabric production facilities with the aims to enhance
production efficiency as well as to reduce operational costs through increase
in the maintenance awareness on the production equipment among all
production staff and to encourage staff to initiate operational improvement.
As a result, staff moral and positive momentums have been advocated in
all production facilities and meaningful costs saving efforts were generated
in the second half of the financial year. At the same time, the Group has
successfully kicked off a series of production training to all production staff
in the fabric mills, to refresh and reinforce staff with updated knowledge on
production operation, technical craftsmanship as well as management skills.

Enormous positive feedbacks have been received from the staff.

Production Facilities Replacement

During the year under review, the Group has replaced numerous relatively
less updated and less efficient production facilities in our fabric mills
including fabric dyeing machines, fabric finishing machines and fabric
printing machines with new and latest models which provide better
production efficiency, less wastage and higher energy saving. The Group has
also set up a tender committee for standardizing the tender management
policy and procedure for purchasing new production machines to ensure the

process provides the best interest to the Company as well as our suppliers.

Customers

The Group is a knitted fabric manufacturer with products mainly marketed
in the U.S., Europe and China, which are supplied to end-buyer customers
primarily consisting of renowned international brands and retailers. Last
year, the Group has successfully started collaboration with several new
clients including a popular and quality Japanese brand, a few well-known
Chinese causal wear brands as well as some notable North American retail

brands which provide high potential going forward.
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Production Capacity and Operational Measurement

The Group’s production capacity maintained at about 25 million pounds
of fabric dyeing per month, which was diversified among four fabric mills
in both China and Sri Lanka. The upgrade of equipment has leveraged
the advantages of the integrated production and supply chain of knitting,
dyeing and printing as well as the feature of rapid response, in addition
to higher efficiency and lower energy consumption. In respect of lowering
controllable costs, the Group has implemented the following measures:
deregistrating inactive or non-profitable companies and business to reduce
administrative costs, integrating the garment business to reduce operating
costs, focusing on high value-added orders to ensure sufficient orders and
greater competitiveness, and further implementing the methods of energy
saving and emission reduction to comply with the government requirement
on environmental protection and reduce the overall energy consumption
of the production mills. These measures have achieved notable results,
enabling the Group to allocate funds to other appropriate use. Last but not
least, the Group has optimized the work allocation of employees, which
helped to improve the management structure and operation procedure. By
clearly identifying the work division of each department, the execution ability

of the overall management was significantly enhanced.

Capital Investment

The Group is committed in continuous investing in infrastructure, machinery
and information systems according to the operation needs and future
development plan. With ten mills and factories within the Group, regular
infrastructure maintenance and machinery upgrade are necessary to ensure
continuous improvement in operations. The Group plans to continue fine-
tuning the enterprise resource planning system SAP during 2016. It is
expected that the overall operational efficiency and productivity will be

improved as a result of the full implementation of new system.

Dividend

In view of the financial results and cash flow situation of the Group, the
Board has recommended to pay a final dividend of HK4 cents per share for
the year ended 31 December 2015 (2014: HK4 cents). The total dividend
for the year would be HK4 cents per share as compared with HK4 cents
per share for the year ended 31 December 2014. Subject to the approval of
Shareholders at the forthcoming annual general meeting to be held on 24
June 2016 (Friday), it is expected that the payment of final dividend will be
made on or before 21 July 2016 (Thursday).

Events After the Reporting Period

The Group did not have any significant events since the end of 2015 and up

to the date of this announcement.
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FINANCIAL REVIEW Bl R

The key operating and financial indicators of the Group for the year ended ~ AREE#HZE2015F12A31H FFEZTBEKEN

31 December 2015 are set out below: MBEEZ25MT
2015 2014
20154 20144
Statement of Profit or Loss Items BEKRER
(All amounts in HK$ thousands unless (BREFRIFERRSNT A £ 58
otherwise stated) BEAFHETIIR)
Revenue BER 6,653,051 6,891,133
Gross Profit EF 807,645 714,817
EBITDA BT E KA 350,192 363,665
Profit for the year EFEEAF 128,074 95,761
Profit attributable to owners of the Company A2 &1 #E A A JE(L & R 99,860 90,590
Basic earnings per share (HK cents) FREREF GBI 8.3 7.5
Key Financial Ratios FTEHHEEE
Profitability ratios B FIGESD HF
Gross profit margin (%) EFE(%) 12.1% 10.4%
EBITDA margin (%) BT E K #5H A A (%) 5.3% 5.3%
Expenses as a % of revenue B &R E
Distribution and selling expenses DHENHEEERR 2.9% 2.5%
Administrative expenses THER 7.1% 6.4%
Finance costs B A& B 0.4% 0.5%
Asset efficiency BENE
Inventory turnover period (days) FERAEH (/) 88 77
Trade and bills receivables B R R R CRE
turnover period (days) A (H) 72 73
Trade and bills payables EENERENRIA
turnover period (days) A (H) 53 47
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At At
31 December 2015 31 December 2014
A2015%12H31H 201412 A31H

Asset ratios BERE
Current ratio MENLL & 2.1 1.9
Net debt/EBITDA ratio SRERS, BRI E K AT
FE = (0.6) 0.1
Revenue X

The Group’s revenue for the year ended 31 December 2015 approximately

amounted to HK$6,653,051,000 (2014: HK$6,891,133,000).

Revenue by business segments

FY2015
201581 4F

84.6%

In current year, the Group’s core business, production and sales of dyed
fabrics, sewing threads and yarns, generated revenue of approximately
HK$5,626,076,000 (2014: HK$5,918,787,000), accounted for 84.6%
(2014: 85.9%). Revenue from production and sales of garments was
approximately HK$1,026,975,000 (2014: HK$972,346,000), accounted for
15.4% (2014: 14.1%) of the Group's total revenue.
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Cost of Sales and Gross Profit

For the year ended 31 December 2015, overall cost of sales of the Group
approximately amounted to HK$5,845,406,000 (2014: HK$6,176,316,000)
and overall gross profit margin was 12.1% (2014: 10.4%).

Distribution and Selling Expenses

For the year ended 31 December 2015, the Group’s overall distribution
and selling costs approximately amounted to HK$191,745,000 (2014:
HK$171,917,000), accounted for 2.9% (2014: 2.5%) of the Group's total

revenue.

Administrative Expenses

For the year ended 31 December 2015, the Group’s overall administrative
expenses approximately amounted to HK$469,362,000 (2014:
HK$440,515,000), accounted for 7.1% (2014: 6.4%) of the Group's total

revenue.

Earnings before Interest, Tax, Depreciation and Amortisation
(EBITDA)

For the year ended 31 December 2015, the Group’s EBITDA approximately

amounted to HK$350,192,000 (2014: HK$363,665,000) and the EBITDA
margin was 5.3% (2014: 5.3%).

Finance Cost

For the year ended 31 December 2015, the Group’s finance costs
approximately amounted to HK$26,166,000 (2014: HK$34,983,000),
represented 0.4% (2014: 0.5%) of the Group’s total revenue.

Capital Expenditure

During the year under review, the Group invested approximately
HK$118,322,000 (2014: HK$129,249,000) in additions of property, plant
and equipment, other intangible assets and prepaid lease payments. The
Group expects the capital expenditure for the next financial year will be

approximately HK$180,000,000.
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Income Tax Expense

For the year ended 31 December 2015, income tax expense of the Group

approximately amounted to HK$24,133,000 (2014: HK$28,068,000).

Profit for the year

For the year ended 31 December 2015, profit attributable to owners of the
Company was approximately HK$99,860,000 (2014: HK$90,590,000) and
corresponding profit margin was 1.5% (2014: 1.3%).

Inventory

The Group’s inventory approximately amounted to HK$1,410,330,000
(2014: HK$1,301,897,000) as at 31 December 2015. The inventory
turnover period was 88 days, an increase of 11 days compared with 77 days

in 2014.

Trade and Bills Receivables

At 31 December 2015, the Group’s trade and bills receivables approximately
amounted to HK$1,313,533,000 (2014: HK$1,387,513,000). Trade and
bills receivables turnover period was 72 days, a decrease of 1 day compared

with 73 days in 2014.

Trade and Bills Payables

At 31 December 2015, the Group’s trade and bills payables approximately
amounted to HK$851,477,000 (2014: HK$801,396,000). Trade and bills
payables turnover period was 53 days, an increase of 6 days compared with

47 days in 2014.
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Liquidity and Financial Resources B RENTHER

At 31 December 2015, the Group's net assets amounted to approximately R 2015 12H31 8 £ B8 & E ZE 4
HK$3,394,756,000 (2014: 3,325,623,000). The key figures of financial — 3,394,756,000/% Jt (20144 : 3,325,623,000/8
position were as follows: JC) c AR EZE AT ¢

At At
31 December 2015 31 December 2014
A2015%12H31H R2014F12A31H

HK$'000 F%&T HK$'000 F&T
Non-current assets ERBEE 1,707,950 1,789,197
Current assets mENEE 3,722,604 3,776,536
Total assets EEMAE 5,430,554 5,565,733
Current liabilities mEaE 1,809,609 1,957,936
Non-current liabilities ERBBE 226,189 282,174
Total liabilities BERE 2,035,798 2,240,110
Net assets EEFE 3,394,756 3,325,623

The Group met its funding requirements in its usual course of operation SEBNZEMSRESREMBTNREHERE
by cash flows from operations, as well as long-term and short-term bank HEESHFE MEARZANEZHEHET
borrowings. Capital expenditure was mainly financed by long-term bank &Rt o

borrowings.
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At 31 December 2015, the principal financial covenant figure/ratios

M2015%F12A310  TENM KR OEE X

(according to the banks’ definitions) were as follows: (BEBER|ITHER)OT:
At At
31 December 2015 31 December 2014
MA2015%12H31H 2014412 A31H
Consolidated tangible net worth BEFBENMEE HK$3,067,514,000 HK$2,977,470,000
Consolidated total bank debt to MAERIRITAEEY
consolidated tangible net worth A FAEREERL 0.2 0.3
Consolidated EBITDA to A BRLYTE TR
consolidated interest expense ERE T B S 13.4 10.4
Consolidated current assets to AR EEY
consolidated current liabilities AR aELA 2.1 1.9
Consolidated capital expenditure HRAEEARAX HK$118,322,000 HK$129,249,000

As at 31 December 2015 and 2014, the Group had complied with all

financial covenant figure/ratios.

Risk Management

The Group followed a stringent and prudent risk management policy to

manage foreign exchange and interest rate risks.

The sales and the purchase of raw materials of the Group were mainly
denominated in Hong Kong dollars (“HKD”), US dollars (“USD”) and
Renminbi (“RMB”). Since the Group mainly carries out production in China,
thus we are exposed to foreign exchange risk arising from RMB exposure.
As a result of the People’s Bank of China announced the wider of RMB
trading band and a continuous strong USD trend during the year, the Group
had stopped all currency forward contracts and exchanged RMB via spot
currency market. Since RMB is expected to fluctuate sharply in the near
future, we will take a prudent approach to review the foreign currency

hedging strategy as appropriate in order to mitigate the foreign currency risk.
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In addition, bank borrowings of the Group were denominated in HKD and
USD, interests were mainly charged on a floating rate basis. Despite the
slow recovery of the global economy in current year, the Group expected
that US interest rates might rise in the coming year. The Group will continue
to monitor the interest rates fluctuation in the market and will arrange

appropriate financial instruments to minimise the interest rate risk.

EMPLOYEES AND REMUNERATION POLICIES

At 31 December 2015, the Group had approximately 12,100 full time
employees (2014: 11,600). The Group’s emolument policies are formulated
on the performance of individual employee and the salary trends in various
regions, which are reviewed regularly. Subject to the Group’s profitability,
the Group may also distribute discretionary bonus to its employees as an

incentive for their contribution to the Group.

The Group has established a share option scheme for its employees, and
also provides regular training courses and subsidies for continuing education
so as to improve the skills of its employees with respect to production, selling

and management.

OUTLOOK

A series of operational equipment upgrades in all our fabric mills will
contribute greatly to the benefits of the Group in the long run. The market
sentiment towards the business environment of 2016 is generally pessimistic
and shall remain full of challenges. Despite the uncertainties ahead, the
Group shall maintain a prudent and pragmatic approach. The Board and
the management believe that the Group’s marketing strategy and the above
operational measures can play a positive role in the long-term business
development and continuous efficiency improvement, so that the Group can
enjoy higher profitability, stable financial position and a solid foundation for

better performance.
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CORPORATE GOVERNANCE CODE

Throughout the year from 1 January 2015 to 31 December 2015 (the
“Year”), the Company has consistently adopted and complied with all
the applicable code provisions of the Corporate Governance Code (the
“CG Code”) as set out in Appendix 14 to the Rules Governing the Listing
of Securities on The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) (the “Listing Rules”), except for the deviations disclosed below,

as guidelines to reinforce our corporate governance principles.

With effect from 23 January 2015, Mr. ZHAO Yao, the Chairman and
Executive Director of the Company, has taken up the position of the chief
executive officer of the Company, details of which were set out in the
Company's announcement dated 23 January 2015. This deviates from
Code Provision A.2.1 of the CG Code which stipulates that the roles of the
chairman and chief executive officer should be separate and should not be
performed by the same individual. However, having considered the current
status of the Group, vesting the roles of both chairman and chief executive
officer in the same person enables the Group to more efficiently plan its
overall strategy and achieve the budgeted target. The Board believes that
the balance of power and authority under this arrangement is adequately
ensured by the Board which comprises experienced, professional and high
caliber individuals with sufficient number thereof being independent non-

executive Directors.

MODEL CODE FOR SECURITIES TRANSACTIONS BY
DIRECTORS

The Company has adopted the Model Code for Securities Transactions by
Directors of Listed Issuers as set out in Appendix 10 to the Listing Rules (the
“Model Code”) as its own code of conduct regarding directors’ securities
transactions. Having made specific enquiries by the Company of all
Directors, the Directors have confirmed that all Directors had complied with

the required standards set out in the Model Code throughout the Year.

ANNUAL GENERAL MEETING

It is proposed that the annual general meeting of the Company (the
“AGM") will be held on 24 June 2016 (Friday). The notice of the AGM will
be dispatched to the shareholders of the Company and available on the

respective websites of the Company and the Stock Exchange in due course.
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CLOSURE OF REGISTER OF SHAREHOLDERS
In relation to the AGM

The register of members of the Company will be closed from 22 June 2016
(Wednesday) to 24 June 2016 (Friday) inclusive, during which period no
transfer of shares will be registered. In order to qualify for attending and
voting at the AGM, all transfer documents accompanied by the relevant
share certificates must be lodged with the Company’s registrar, Tricor
Secretaries Limited at Level 22, Hopewell Centre, 183 Queen’s Road East,
Hong Kong for registration, not later than 4:30 p.m. on 21 June 2016

(Tuesday).

In relation to the proposed final dividend

Conditional on the passing of the resolution approving the declaration of
a final dividend by the shareholders at the AGM, the register of members
of the Company will be closed from 6 July 2016 (Wednesday) to 8 July
2016 (Friday) inclusive, during which period no transfer of shares will be
registered. In order to qualify for the proposed final dividend, all transfer
documents accompanied by the relevant share certificates must be lodged
with the Company’s registrar, Tricor Secretaries Limited at Level 22,
Hopewell Centre, 183 Queen’s Road East, Hong Kong for registration, not

later than 4:30 p.m. on 5 July 2016 (Tuesday).

PURCHASE, SALE OR REDEMPTION OF SECURITIES

During the Year, neither the Company nor any of its subsidiaries had

purchased, sold or redeemed any of the Company’s listed securities.

AUDIT COMMITTEE REVIEW

The Company has established an Audit Committee for the purposes of
reviewing and providing supervision over the Company’s financial reporting
process and internal controls. The Audit Committee presently comprises 1
Non-Executive Director and 2 Independent Non-Executive Directors of the
Company, and 1 of the Independent Non-Executive Directors acts as the
Chairman of the Audit Committee. The Audit Committee has reviewed the
audited final results and the system of internal control of the Company for

the Year.
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RETIREMENT OF DIRECTORS

According to the articles of association of the Company, Mr. Ha Kam On,
Victor (“Mr. Ha”), Mr. Chow Wing Kin, Anthony, SBS, JP (“Mr. Chow”), and
Mr.Gong Zhengyi (“Mr. Gong”) will retire at the AGM and all of them are
eligible for re-election. Mr. Ha has offered himself for re-election at the AGM
whereas Mr. Chow and Mr. Gong have decided not to stand for re-election
at the AGM as they desire to devote more time to their respective public
appointments and Company’s business commitments. The Company will
identify suitable candidates to fill up the vacancies arising from Mr. Chow

and Mr. Gong’s decisions not to stand for re-election.

PUBLICATION OF 2015 FINAL RESULTS AND ANNUAL
REPORT

This results announcement is published on the websites of the Company
(www.fshl.com) and the Stock Exchange (www.hkex.com.hk). The 2015
annual report containing all the information required by the Listing Rules
will be dispatched to the shareholders of the Company and available on the

respective websites of the Company and the Stock Exchange in due course.
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